BEFORE THE STATE TAX APPEAL BQOARD
OF THE STATE OF MONTANA
UNI TED | NDUSTRY,
Appel | ant, DOCKET NO.: PT-1999-30

- VS_

THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA,

FACTUAL BACKGROUND
CONCLUSI ONS OF LAW
ORDER and OPPORTUNI TY

Respondent . FOR JUDI CI AL REVI EW

The above-entitled appeal was heard on July 19, 2000, in the
Cty of Billings, in accordance with an order of the State Tax
Appeal Board of the State of Montana (the Board). The notice of
the hearing was given as required by |aw

The taxpayer, represented by M ke WMathew, agent, presented
testinmony in support of the appeal. Maureen Cel ander, an apprai ser
with the Yell owstone County Appraisal Ofice, presented testinony
in opposition thereto. Testinony was presented and exhibits were
recei ved and a schedule for a post-hearing subm ssion fromthe DOR
and an opportunity for a response from the taxpayer was
est abl i shed. The duty of the Board is to determ ne the narket
val ue of the property based on the preponderance of the evidence.

The State of Mntana defines “market value” as MCA §15-8-111.

Assessnent — market val ue standard — exceptions. (1) Al taxable



property must be assessed at 100% of its market value except as
otherwi se provided. (2)(a) Market value is a value at which
property woul d change hands between a willing buyer and a willing
seller, neither being under any conpulsion to buy or to sell and
bot h having a reasonabl e know edge of rel evant facts.

It is true, as a general rule, that the appraisal of the
Department of Revenue is presuned to be correct and that the
t axpayer nust overcone this presunption. The Departnent of Revenue
shoul d, however, bear a certain burden of providing docunented

evidence to support its assessed values. (Western Airlines, Inc.,

v. Catherine M chunovich et al., 149 Mnt. 347, 428 P.2d 3, (1967).

Based on the evidence and testinony, the decision of the
Yel | owst one County Tax Appeal Board is affirned.

FACTUAL BACKGROUND

1. Due, proper and sufficient notice was given of this matter, the
hearing, and of the tine and place of the hearing. Al parties
were afforded opportunity to present evidence, oral and
docunent ary.

2. The property which is the subject of this appeal is described as
fol |l ows:

Land only described as Lots 13 through 24, Bl ock 2,
of the Billings Original Townsite, and Lots 13 and
14, Block 57, Foster’s Addition to the Cty of

Billings, County of Yellowstone, State of Mntana.
(Assessor | D nunber A-00016).



3. For the 1999 tax year, the DOR appraised the subject land at a
val ue of $9.94 per square foot, or $417, 550.

4. On January 13, 2000, the taxpayer appealed to the Yell owstone
County Tax Appeal Board, citing the foll ow ng reason for appeal:

This is land used for parking. Adj acent land is
priced nuch | ower.

5.1n its March 31, 2000 decision, the County Board denied the
t axpayer’s appeal, stating:
The Board does not agree with the concept of |and
prices being so nuch higher on one side of the
street than the other side in the downtown area but

t he Board does not have the authority to change it.
Deni ed.

6. The taxpayer then appeal ed that decision to this Board on My 4,
2000 because:
DOR sales to defend current value show a val ue of
$6.50 average for the 6 sales that they have in
their defined nei ghborhood sal es area.
8. At the hearing before this Board, M. Mthew anended the
t axpayer’s requested value to $6.25 per square foot, or

$262, 500.

STATEMENT OF THE | SSUE

The issue before the Board is the narket value of the rea
property (land) as of January 1, 1996.

TAXPAYER' S CONTENTI ONS

M. Mathew testified that he had requested a val ue of $4.90

per square foot before the county tax appeal board on the basis of



an equity issue detailed during the hearing in Departnent of

Revenue v. United I ndustry, PT-1999-28.

However, based upon the sales information he received at the
hearing before the county tax appeal board, he is requesting an
anended | and val ue of $6.25 per square foot. O the seven sales in
DOR CALP (conputer-assisted |land pricing) nodel 130, enconpassing
Nei ghbor hoods 617C and 619C, two are located within the centra
busi ness district (CBD) of downtown Billings. The remaining five
sales are in Neighborhood 617, as is the subject property. M.
Mat hew i ncluded one additional sale. This sale involves the
parking lot |ocated behind a Burger King restaurant. This vacant
10, 500 square foot lot sold for $73,500 or $7 per square foot in
April of 1992.

M. Mat hew excluded the two DOR sal es | ocated within the CBD,
because the location is superior to the subject, and totaled the
remai ning five DOR sales plus the Burger King sale and divided by
six to arrive at the requested val ue of $6.25 per square foot.

The taxpayer filed an AB 26 formfor property review with the
DOR on June 10, 1999. The review request was answered by the DOR
on Decenber 20, 1999, with the notation:

A review of the property was made. The downtown area is very complex with 10

NBHDS, both Central Business District and Perimeter Cen. Bus. Dist. This property
valuation is comparable with all commercial land valuation within its NBHD area.

DOR' S CONTENTI ONS

DOR Exhibit A contains a copy of the property record cards for



the subject property, a nei ghborhood map show ng the | ocation of
sales used to value the subject, and the CALP (conputer-assisted
| and pricing) nodel for the subject nei ghborhoods 617C and 619C.
Ms. Cel ander stated that Nei ghborhoods 617 and 619 were conbi ned
for valuation purposes “because of their simlarity and what we
found with valuation studies wthin those two nei ghborhoods.”
Seven sales were analyzed to arrive at a base size of 7,000
square feet, a base rate of $11.40 per square foot and an adjusted
rate of $9.65 per square foot. The subject |and has been assigned a
val ue of $9.94 per square foot for the current appraisal cycle.

The sales information is summari zed bel ow:

Adjusted unit
price per
square feet
One 9/93 24,500 $146,600 $169,176 $6.91
Two 1/94 25,667 $399,000 $451,668 $17.60
Three 12/93 14,000 $91,100 $103,626 $7.40
Four 8/92 7,000 $27,100 $33,211 $4.74
Five 4/94 54,000 $439,500 $490,262 $9.08
Six 3/94 3,250 $6,900 $7,735 $2.38
Seven 12/92 7,000 $114,100 $137,319 $19.62

Two of above sales were vacant |land and the remaining five
were inproved properties. The DOR value for the inprovenents was
subtracted fromthe total sale price, |eaving a residual value for
t he | and.

Page nine of DOR Exhibit A references three sales of downtown
Billings parking | ot properties (located in nei ghborhoods 617, 619

and 620) offered in support of the DOR valuation of $9.94 per



square foot for the subject property and sunmari zed bel ow

Sale Price per square
foot
3 % lots (vacant at
One 12/98 time of sale) $14.69
Two 5/99 4 lots $11.21
$12.31 (plus cost of

Three 3/00 2lots anticipated demolition
of existing structures)

Page ten of the DOR Exhibit references the location
(nei ghborhood 617) and sales information relating to previous
Yel | owst one County Tax Appeal Board (CTAB) decisions, summarized

bel ow

CTAB value
determination per
square foot
2lots $12.75 ($89,250

One 1993 (parking lot) total)
Two 1993 4lots $12.75 ($178,500
total)

Ms. Cel ander testified that the above decisions, made during
the appraisal cycle imediately previous to the current cycle
nodi fied the DOR s then base rate of $14 per square foot (adjusted
base rate of $9.94 per square foot), yet recognized that the CTAB
was persuaded that “parking is a premumin the downtown area.”

BOARD DI SCUSSI ON

In determning the market value for the subject, there are
three basic issues that the Board will address in the follow ng
di scussi on:

1. DOR' s land sales (Exhibit A).



2. DOR' s nei ghborhood val ue transition.
3. DOR' s nethod of determ ning | and val ue.

The followng table illustrates the land values for the
subj ect nei ghbor hood, nei ghbor hoods 620, and 621 and the sal es used
by the DOR to establish the market values wthin those

nei ghbor hoods:

Neighborhood #617 (subject) #620 #621

Base Size — square feet 7,000 7,000 7,000

Base Rate $11.40 $4.90 $3.65

Adjustment Rate $9.65 $4.90 $3.65

Sales Price Size $/SF Price Size $/SF Price Size $/SF

#1 $146,600 | 24,500 $5.96* $38,600 7,000 $5.51* $39,000 6,500 $6.00
#2 $399,000 | 25,667 $15.55 $26,200 7,000 $3.74* $25,000 9,750 $2.56
#3 $ 91,100 | 14,000 $6.51* $28,800 7,000 $4.11* $25,400 7,000 $3.63*
#4 $ 27,100 7,000 $3.87* $36,900 14,000 $2.64*
#5 $439,500 | 54,000 $8.14 $42,900 14,070 $3.05*
#6 $ 6,900 3,250 $2.12*
#7 $114,000 7,000 $16.30*

* Denotes property sold with improvements. Land value was

established by extraction method.

The unadjusted sales price per square foot for the subject
nei ghbor hood ranges from $2. 12 per square foot to $16.30 per square
foot. This would suggest a price range for the subject property’s
42,000 square feet from $89, 040 to $684, 600.

The sal es in nei ghborhoods 620 and 621 illustrate to a great
extent a narrower range on a price per square foot basis.

The DOR did not present sufficient evidence or testinony as to
the process used to determne a base rate of $11.40 per square foot
or the adjusted rate of $9.65 per square foot. Based on the map
del i neati ng nei ghborhood 617, it is apparent that it enconpasses a

| arge area of the downtown district. It is also evident fromthe




testinmony that the locations of various properties wthin that
nei ghbor hood coul d vary significantly. The Board was not presented
sufficient evidence or testinony to support a quantifiable
adj ust nrent based on | ocation differences.

M. WMathew raised an issue of the inequity of the DOR | and
val ue between adjacent neighborhoods. The DOR established
nei ghbor hoods to the west and south are being valued dramatically
| ess on a per square foot basis, $3.65 and $4. 90 per square foot,
conpared to the subject at $11.40 per square foot. Logi ¢ woul d
suggest that property located further fromthe core of the centra
busi ness district mght in fact have a | ower price per square foot.
The DOR s values for the neighborhoods illustrated in the post-
heari ng subm ssion suggest this exact situation. |In this appeal,
the subject property is located on the east side of North 32nd
Street and has a base val ue of $11.40 per square foot. Property on
the west side of North 32nd Street has a base val ue of $3.65 per
square foot. The Board does not dispute that the DOR needs to

define the nei ghborhood boundaries in order to conply with ARM

42.18.112 Commerci al Reappraisal Plan. But, it is difficult for

the Board to conprehend how property in one nei ghborhood separ at ed
by either an alley or street can change so dramatically in such a
short di stance and that change in value would be so great. The DOR
presented the CALP nodels for these adjacent nei ghborhoods in its

post - hearing subm ssion, but did not offer any indication of where



these sales are located within their respective neighborhoods.
There is nothing substantial in the record to indicate that the
values in the adjacent nei ghborhood are accurate. For all this

Board knows, they could be |ow In Patterson v. Departnent of

Revenue, 171 Mont. 168, 557 P.2d 798 (1976). The court stated, “Wen
the taxpayer's property is appraised at nmarket val ue he cannot secure
a reduction of his own assessnent even if he is able to show that
anot her taxpayer's property is under appraised.”

The final issue is the nmethod used by the DOR to establish the
mar ket val ue. Vacant land sales are the best information to
consi der when available. The situation the DORis faced with in a
devel oped area is the | ack of avail able vacant |and. Wen vacant
| and sal es are not available, the DOR nust rely on other nmeans to
establish land values. As was testified, two of the sales were
vacant parcels and |and values for the remaining five sales were

determ ned by the extraction nethod. The Appraisal of Real Estate

11th Ed. Page 89, defines extraction: Land value is estimated by
subtracting the estimated value of the depreciated inprovenents
from the known sale price of the property. This procedure is
frequently used when the value of the inprovenents is relatively
low or easily estimated. The DOR has relied heavily on the
extraction nethod in establishing the |and value for the subject

nei ghbor hood, but neglected to submt evidence as to what



i nprovenents existed at the tinme of the sale or the depreciated
val ue of those inprovenents. |In order for the DOR to strengthen an
argunment for value, it should be prepared to present all the
supporting docunentation or analysis that went into establishing
its purported val ue. In this appeal, that value is $9.94 per
square foot. In addition, the DOR offered no support for
adj ustnents for tinme or size.

The DOR's CALP (conmputer assisted land pricing) nodel
illustrates a sale price, assessed value and a CALP value for the

seven sales as foll ows:

Sale Sale Date SalePrice Assessed Value-1992  CALP Value - 1996
#1 (improved) 9/93 $146,600 $300,476 $248,702
#2 (vacant) 1/94 $399,000 $414,522 $259,954
#3 (improved) 12/93 $91,000 $176,400 $147,460
#4 (improved) 8/92 $27,100 $38,150 $79,965
#5 (vacant) 4/94 $439,500 $594,000 $533,144
#6 (improved) 3/94 $6,900 $26,244 $43,807
#7 (improved) 12/92 $114,100 $113,050 $79,965

Consi dering the inproved sales, the DOR s all ocation of val ue
to the land nmakes |ittle sense when conparing the allocated sale
price to the previous cycle assessed value and the CALP value. In
all but one transaction, #4, the adjustnent for tinme suggests a
negati ve or downward adjustnent. The DOR s CALP nodel has enpl oyed
an upward adjustnent for tinme of .55% per nonth.

Di sregarding any and all adjustnents and only anal yzing the
two vacant |and sales, the price per square foot would suggest

$15.55 (#2 - $399, 000/ 25,667 SF) and $8.14 (#5 - $439, 500/ 54, 000

10



SF) .

Considering only an adjustnment for size, the val ue suggested
for the subject would be at sone point between $8.14 per square
foot and $15.55 per square foot.

M. Mathew arrived at his requested val ue of $6.25 per square
foot by averaging. Averaging wll certainly result in an
i ndi cation of value. The obvious problemw th averagi ng the sal es
fromthe DOR s information is that the range of prices is extrenely
wide ($2.12 SF to $16.30 SF). M. WMathew excluded the DOR s two
hi gh-end sal es and included one that the DOR did not consider in
estimating his requested value of $6.25 per square foot. As
previously discussed, the Board will not consider the DOR | and
extracted values. Therefore, the two DOR vacant sales along with
the taxpayer’'s land sale were the only sales considered by this
Boar d.

The market val ue of the subject property is the issue before
this Board, not the value of neighboring parcels. Therefore, this
Board’s opinion of value wll focus on the sales deened
appropriate. Those sales are the two vacant parcels presented by
the DOR and the one sale presented by the taxpayer. The unadj usted
sales prices are $15.55, $8.14 and $7.00 per square foot. It is
the Board s opinion, based on the record, that the value of the
subj ect property’'s nost probable price per square foot value is

$10. 00 per square foot. The DOR has determ ned a val ue $417, 550,

11



or $9.94 per square foot. Wiile the Board nay not consider all the
sales information presented by the DOR applicable, there is
sufficient data to uphold its value of $417, 550.

CONCLUSI ONS OF LAW

1. The State Tax Appeal Board has jurisdiction over this matter
§15-2-301 MCA

2. 8§15-8-111 MCA Assessnent - market value standard -
exceptions. (1) Al taxable property nust be assessed at 100%
of its market val ue except as ot herw se provided.

3. 815-2-301, MCA, Appeal of county tax appeal board deci sions.
(4) In connection with any appeal under this section, the
state board is not bound by common | aw and statutory rul es of
evidence or rules of discovery and may affirm reverse, or
nodi fy any deci si on.

4. It is true, as a general rule, that the appraisal of the
Departnent of Revenue is presuned to be correct and that the
t axpayer nust overcone this presunption. The Departnent of
Revenue shoul d, however, bear a certain burden of providing
docunent ed evidence to support its assessed values. (Wstern

Airlines, Inc., v. Catherine M chunovich et al., 149 Mbnt.

347, 428 P.2d 3, (1967).

5. Patterson v. Departnent of Revenue, 171 Mont. 168, 557 P.2d 798

(1976).

6. The Board finds that the evidence presented supports it

12



conclusion that the decision of the Yell owstone County Tax
Appeal Board be affirned.
Il
Il
Il
Il
Il
Il
Il
Il
Il
11
11
11
11
11
11
11
11
11

ORDER

| T 1S THEREFORE ORDERED by the State Tax Appeal Board of the
State of Montana that the subject |and shall be entered on the

tax rolls of Yell owstone County by the Assessor of that county at

13



the 1999 tax year value of $417,550 as determined by the
Departnent of Revenue.
Dated this 17th day of Cctober, 2000.

BY ORDER OF THE
STATE TAX APPEAL BQOARD

GREGORY A. THORNQUI ST, Chai rman

( SEAL) JAN BROAWN, Menber

JEREANN NELSON, Menber

NOTI1 CE: You are entitled to judicial review of this Oder in
accordance with Section 15-2-303(2), MCA. Judicial review may be
obtained by filing a petition in district court within 60 days
follow ng the service of this O der.

14



CERTI FI CATE OF SERVI CE

The undersi gned hereby certifies that on this 17th day

of Cctober, 2000,

the parties hereto by depositing
Mai | s,
M ke Mat hew

Agent

1119 North 31°" Street
Billings, Montana 59101

Ofice of Legal Affairs
Departnent of Revenue

M tchell Buil ding

Hel ena, Montana 59620

Yel | owst one County Appraisal Ofice
175 North 27'" Street

Suite 1400

Billings, Montana 59101

El wood “Wody” Hannah

Chai r man

Yel | owst one County Tax Appeal Board

2216 CGeorge Street
Billings, Montana 59102
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the foregoing Order of the Board was served on

a copy thereof in the U S

post age prepaid, addressed to the parties as foll ows:

Donna Eubank, paral egal



